
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF WARREN COUNTY 
WATER DISTRICT, WARREN COUNTY , 1 
KENTUCKY, SEEKING APPROVAL OF AN ) 
INCREASE IN ITS SCHEDULE OF SEmR ) 
SERVICE RATES AND CHARGES, SUCH CASE NO. 8084 
INCREASE TO BE EFFECTIVE AS OF 1 
THE 5th DAY OF JANUARY 1981 1 

O R D E R  

On December I, 1980, Warren County Water District (Applicant) 

situated in Warren County, Kentucky, acting by and through its Com- 

mission respectfully tendered an application and requested t h a t  the 

Public Service Commission (formerly the Utility Regulatory Commission) 

approve an increase in t h e  schedule of sewer rates and charges allowed 

to be levied and collected to be effective on and after January 5, 1981. 

Including an additional large industrial customer, t h e  proposed rates 

would produce additional revenues of $33,386 or approximately 36%. 

Applicant stated that the proposed increased schedule of sewer rates, 

rentals and charges would be adequate to amortize its outstanding 

securities and would provide income and revenue sufficient to pay 

operatfng and maintenance costs, make renewals and replacements to 

the utility's facilities as required and generally insure financially 

stable and businesslike operation for  the benefit of the general public. 

To determine the reasonableness of the proposed rates, the 

Commission in an Order dated December 2, 1980, suspended the requested 

increase in rates for a period of five months on and a f t e r  t h e  effective 

d a t e .  F u r t h e r ,  in an Order d a t e d  January 19, 1981, t h e  Commission set 

a public hearing to be held April 8 ,  lQ81, at its offices in Frankfor t ,  



Kentucky. Notice of such hearing was made by Applicant in accordance 

with the Kentucky Revised Statutes and the Commissfon's regulations. 

A public hearing i n  t h i s  matter was held as scheduled with the Consumer 

Intervention Division of the Attorney's G e n e r a l  Office being the only 

party to intervene. At the conclusion of the hearing, this matter was 

submitted to the Commission for final determination. 

TEST PERIOD 

For purposes of testing the reasonableness of the proposed rates 

and charges, t h e  Commission has adopted the twelve months ended August 

31, 1980, as t h e  test period. Pro forma adjustments ,  when proper and 

reasonable have been included to more clearly reflect current operating 

conditions. 

COMMENTARY 

Applicant is a non-profit water distribution system organized 

and existing under the laws of the Commonwealth of Kentucky. Water 

service is provided for some 8,000 customers in Warren and surrounding 

counties of Kentucky. Further, Applicant provtdes sewer service to 

some 153 of its users through a separate sewer d i v i s i o n .  Of t h e s e  153 

customers approximately 65 are considered commercial or industrial 

including several large manufacturing companies. 

REVENUES AND EXPENSES 

AppZlcant proposed several adjustments to its operating revenues 

to more closely reflect current and pro forma operating conditions. 

These  adjustments are due to the expiration of a m i n i m u m  charge agreement 

with Firestone Rubber Inc., and the addition of General Motors, Inc. 

The Commission is of t h e  opinion t h a t  these adjustments are generally 

proper and they have been accepted for rate-making pGirposes. Following 
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(1) is a r e c a p i t u l a t i o n  of t h e s e  adjustments t o  revenues .  

Decreases i n  r e v e n u e s  
E x p i r a t i o n  of minimum agreement  w i t h  F i r e s t o n e  $18,900.00 
Usage of G. M. d u r i n g  c o n s t r u c t i o n  1 I 778.48 

$20 , 678.48  

Usage of G. M. a t  f u l l  o p e r a t i o n  29 , 838.00 
Minimum agreement  w i t h  E.  AI. 30,000.00 
F i r e s t o n e  usage  unde r  rate s t r u c t u r e  1 287.60 

Net increase $40,447.12 

T o t a l  decreases i n  r e v e n u e s  
I n c r e a s e s  i n  r e v e n u e s  

T o t a l  i n c r e a s e s  i n  r e v e n u e s  $61,125.60 

I n  a d d i t i o n  t o  t h e  r evenue  a d j u s t m e n t s ,  A p p l i c a n t  proposed  

s e v e r a l  o p e r a t i n g  expense  a d j u s t m e n t s  r e l a t ive  t o  t h e  increased 

volume i n  u s a g e  e x p e c t e d  when Genera l  Motors b e g i n s  f u l l  o p e r a t i o n s .  

The Commission is of t h e  o p i n i o n  t h a t  these a d j u s t m e n t s  are g e n e r a l l y  

p r o p e r  and they have  been accepted fo r  rate-making p u r p o s e s  w i t h  t h e  

following except ions:  

( 2 )  

1. A p p l i c a n t  proposed t o  i n c r e a s e  pumping a n d  p o w e r  costs by 

$12,238.11 t o  a l e v e l  t w o  and one-ha l f  times a c t u a l  t e s t  p e r i o d  costs. 

The factor used  by A p p l i c a n t  was de te rmined  f r o m  t h e r a t i o  of p r o j e c t e d  

volume i n c l u d i n g  Genera l  Motbrs a t  f u l l  capaci ty  and a c t u a l  volume 

e x c l u d i n g  Genera l  Motors c o n s t r u c t i o n  volume. The  Commission is of 

t h e  o p i n i o n  t h a t  a m o r e  appropriate  r a t i o  would have been projected 

volume of 216,329,678 g a l l o n d 3 )  i n c l u d i n g  Genera l  Motors a t  f u l l  

capacity and a c t u a l  volume of 104 ,906 ,208  g a l l o n s  c 4 )  as  t h e  a c t u a l  

pumping and power costs w e r e  dependent  o n  a c t u a l  test p e r i o d  volume. 

'Applicant's E x h i b i t  6 - A ,  page  7. 

'Applicant ' .Exh ib i t  2 

3Applicant's E x h i b i t  &A, page 7 

4 ~ b i d . ,  page 4 
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T h e r e f o r e ,  A p p l i c a n t ' s  p r o p o s a l  has been r educed  by $3,572.35 t o  an 

a d j u s t m e n t  of $8,665.76. I n  a d d i t i o n ,  A p p l i c a n t  s t a t e d  t h a t  its 

power s u p p l i e r  had i n c r e a s e d  its rate 13% i n  October 1980, but had 

not i n c l u d e d  t h i s  i n c r e a s e d  cost i n  its p r o  forma o p e r a t i n g  e x p e n s e s .  

With t h e  inclusion of these higher r a t e s ,  pro forma pumping and power 

costs have been  i n c r e a s e d  $19 ,011 .85 .  

2. A p p l i c a n t  p roposed  t o  a d j u s t  ma in tenance  cost by $8,312.98 

based on a s i m i l a r  methodology w i t h  both projected a n d  a c t u a l  volumes 

d e c r e a s e d  slightly to compensate  for s m a l l  areas not r e q u i r i n g  lift 

s t a t i o n s  and pumping. (5' Again,  t h e  C o m F s s i o n  is of t h e  o p i n i o n  t h a t  

a more appropriate method would have been projected volume o v e r  a c t u a l  

volume, each less t h e  e s t i m a t e d  unprunped volume. F u r t h e r m o r e ,  Appl i -  

c a n t  p roposed  to u s e  as its base ma in tenance  cos t , an  amount d i f f e r e n t  

t h a n  t h a t  of t h e  test p e r i o d .  The Commission i n  examining  the e x h i b i t  

i n  t h i s  m a t t e r  is of t h e  o p i n i o n  t h a t  m a i n t e n a n c e  costs have been 

s t e a d i l y  d e c l i n i n g  over t h e  past  s e v e r a l  y e a r s  and t h a t  t h e  amount for 

t h e  test  p e r i o d  is t h e  p r o p e r  amount t o  u s e  as a base i n  d e t e r m i n i n g  

projected ma in tenance  cost .  T h e r e f o r e ,  A p p l i c a n t ' s  p r o p o s a l  has been 

reduced $4,257.80 t o  a n  a d j u s t m e n t  of $4,055.18 or a p r o  forma m a i n - .  

t e n a n c e  c o s t  of $7,569.20. 

3. The Commission f R  of t h o  opinion t h a t  the a l l . owance  for 

d e p r e c i a t i o n  e x p e n s e  s h o u l d  be computed o n  the bash3 of the original 

c o s t  of u t i l i t y  p l a n t  i n  s e r v i c e  less c o n t r i b u t i o n s  i n  aid of construc- 

t i o n ,  as A p p l i c a n t  p a i d  or is p a y i n g  o n l y  for  t h e  n o n c o n t r i b u t e d  assets  

and s h o u l d  n o t  be p e r m i t t e d  r e c o v e r y  o n  p l a n t  p r o v i d e d  free of c o s t .  

5 
Lbid., page 9 
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A p p l i c a n t ' s  b a l a n c e  s h e e t  ( 6 )  r e f l e c t e d  c o n t r i b u t i o n s  i n  a id  of con- 

s t r u c t i o n  of $1,053,181.83 or approx ima te ly  49.25% of t o t a l  p l a n t  in 

service. T h e r e f o r e ,  t h e  Commission has r educed  A p p l i c a n t ' s  d e p r e c i a -  

t i o n  expense  by $18,007.37 t o  a n  a d j u s t e d  l e v e l  of $18,554.72.  

Thus,  A p p l i c a n t ' s  test period has been a d j u s t e d  as f o l l o w s :  

A c t u a l  Adjus tments  Ad jus t ed  

Operating Revenues $ 83,246.62 $ 40,825.06 (7) $ 124,071.68 
80,684.92 17 952.37 98,637.29 

$ 25,434.39 
O p e r a t i n g  Expenses  
Net O p e r a t i n g  Income $ 2,561.70  

REVENUES REQUIREMENTS 
A p p l i c a n t ' s  deb t  s e r v i c e  based on t h e  e n d - o f - p e r i o d  o u t s t a n d i n g  

debt w a s  $52,825. Using a d j u s t e d  tes t  p e r i o d  r e s u l t s ,  i n c l u d i n g  

i n t e r e s t  income f r o m  r e q u i r e d  d e p r e c i a t i o n  and d e b t  service reserves of 

$13,057,71, A p p l i c a n t ' s  debt s e r v i c e  cove rage  was a p p r o x i m a t e l y  . a 3  x. 

The C o m r n i s ~ i o n  is of t h e  o p i n i o n  t h a t  t h i s  cove rage  is i n a d e q u a t e  and 

w i l l  e r o d e  the f i n a n c i a l  p o s i t i o n  of t h e  u t i l i t y .  T h e r e f o r e ,  a d d i t i o n a l  

r evenues  of $24,898 ('I are r e q u i r e d  t o  improve A p p l i c a n t ' s  d e b t  s e r v i c e  

c o v e r a g e  t o  a reasonable l e v e l  of 1.2 x. Based on  tes t  p e r i o d  r e s u l t s ,  

t o t a l  o p e r a t i n g  r e v e n u e s  o f  $148,970 wi l l .  be s u f f i c i e n t  t o  allow t h e  

A p p l i c a n t  t o  pay its o p e r a t i n g  e x p e n s e s ,  m e e t  i ts debt s e r v i c e  r e q u i r e -  

ments and m a i n t a i n  a n  adequate s u r p l u s .  

6 
AppliCRnt'S Exhibit 3 

7 
Applicant's Exhibit 6 - A ,  page 7 .  ( I n c l u d e s  n o r m a l i z a t i o n  of $377.94)  

8 
1.2 - .7287 = -4713  x 52,825 = $24,897.90 
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S-ARY 

The Commission, af ter  c o n s i d e r a t i o n  of t h e  e v i d e n c e  of r e c o r d  

and b e i n g  fully a d v i s e d ,  is of t h e  o p i n i o n  and f i n d s  t h a t :  

(1) The rates and charges p r e s c r i b e d  and set f o r t h  i n  Appendix 

A are t h e  f a i r ,  j u s t  and  reasonable rates t o  c h a r g e  f o r  s e w e r  s e r v i c e  

r e n d e r e d  by A p p l i c a n t ,  in t h a t  based  on tes t  p e r i o d  c o n d i t i o n s ,  operat- 

i n g  r e v e n u e s ,  of $148,970 w i l l  b e  produced .  

(2) A debt s e r v i c e  c o v e r a g e  of 1 . 2 ~  is f a i r ,  just and r e a s o n -  

able i n  t h a t  i t  s h o u l d  p e r m i t  A p p l i c a n t  t o  pay its o p e r a t i n g  e x p e n s e s ,  

m e e t  its debt s e r v i c e  r e q u i r e m e n t s  a n d  m a i n t a i n  a n  a d e q u a t e  s u r p l u s .  

(3) The rates as proposed  by A p p l i c a n t  and set f o r t h  in its 

no t i ce  would produce  r e v e n u e s  i n  e x c e s s  of t h o s e  found t o  b e  r e a s o n -  

able h e r e i n  a n d ,  t h e r e f o r e ,  mus t  b e  d e n i e d  upon a p p l i c a t i o n  of 

KRS 278.030. 

( 4 )  The agreement  with G e n e r a l  Motors Inc., has not been filed 

w i t h  t h e  Commission a s  t h e  agreement  was u n s i g n e d  a t  t h e  date  of t h e  

h e a r i n g .  

IT IS THEREFORE ORDERED t h a t  t h e  rates and c h a r g e s  se t  f o r t h  i n  

Appendix A are fair, j u s t  and reasonable f o r  sewer s e r v i c e  r e n d e r e d  

by Warren County Water D i s t r i c t  on and af te r  the d a t e  o f  t h i s  O r d e r .  

IT IS FURTHER ORDERED t h a t  t h e  rates and c h a r g e s  p roposed  by 

Warren County and  set forth i n  its n o t i c e ,  insofar as t h e y  d i f f e r  

f rom t h o s e  i n  Appendix A ,  s h a l l  be and are he reby  d e n i e d .  

IT IS FURTHER ORDERED t h a t  upon consummation of a n  agreement  

w i t h  Gene ra l  Moto r s ,  I o c . ,  Warren County s h a l l  f i l e  a t r u e  copy w i t h  

this Commission w i t h i n  30 d a y s  of t h e  consummation date.  
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IT IS FURTHER ORDERED t h a t  t h e  Applicant s h a l l  file w i t h  t h i s  

Commission, w i t h i n  30 days from the d a t e  of t h i s  Order, its tar i f f  

sheets setting f o r t h  t h e  rates and charges approved h e r e i n .  

Done at F r a n k f o r t ,  Kentucky, t h i s  5th day of June, 1981. 

PUBLIC SERVICE COMMISSION 

ATTEST : 

S e c r e t a r y  



APPENDIX A 

APPENDIX TO A N  ORDER OF THE PUBLIC SERVICE 
COMMISSION I N  CASE NO. 8084 DATEDJUNE 5 ,  1981. 

The f o l l o w i n g  rates are p r e s c r i b e d  for all customers 

s e r v e d  by Warren County Water D i s t r i c t ,  Sewer Division. A l l  

other rates and c h a r g e s  n o t  s p e c i f i c a l l y  ment ioned h e r e i n  s h a l l  

remain the same as t h o s e  i n  effect prior to  t h e  date of t h f s  

Order.  

Domestic, Commercial,  or I n d u s t r i a l  

RATES : 

First 

Next 

N e x t  

N e x t  

Next 

Next 

Next 

PJex t 

Over 

Monthly 

2,000 gallons 

3,000 gallons 

3,000 gallons 

4,000 gallons 

20,000 gal lons  

50,000 gallons 

60 , 000 gallons 

3 , 000,000 g a l l o n s  

3,142,000 gallons 

$ 4.50 Minimum Bill 

1.80 per 1,000 gallons 

1.20 p e r  1,000 gallons 

1 . 0 5  per 1,000 gallons 

.95  p e r  1,000 ga l lons  

.80 per 1,000 gallons 

.70 per 1,000 gallons 

. 4 0  per 1,000 g a l l o n s  

.30 per 1,000 g a l l o n s  


